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Deputy Director (Inteliigence)

Derivetion of the {oat of Mining Gold in
the USSR

1. This is in response $o your recent request asking us
to explain how we have cbiained the spyrowimate cost for mining
gold in the UBSE,
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Cost Per Troy Cost Per Troy
Gances o/ Ounce b

Teux {01d Rubles) {New Rubles)
1955 T95.77 79.58
1956 775.00 T1.50
1857 73625 73.63
1958
1959 e &
1960 20,00 620.00 62.00
1961 (Men) 19.79 613.49 61.35

8. 31 grems equal 1 troy ocunce.
B, @4 rubles sre cosverted to new rubles at the official
converslon ratio of 10 o L.

4. The cost of producing gold in 1963 probebliy is slightly
lower than the cost in 1961; hut no Informetion ie nvuileble
intlcsting what it wss.

5. It should be noted tlat Soviet sccounting typlcally
feils to include all costa, empecially all cepitsl costs. For
example, elthough smortizetion of cepltel investment used directly
in gold mining i bDelieved to Ve included in the cost flgures
cited, interest chmrges prodebly sre not. Nor are many of the
capitel clmrges for isprovement of the srea belleved to be inclnded,
some of which probably would be incurred by an American Compeny
aining gold in compereble regious. The applicaetion of US
scoounting practice to Soviet mining of gold probebly would raise
the cost figures of gold mining in the conalderubly above the
figares shown in the table.

6. P average cost of producisg some 5 mllliom cunces of
gold per year in the USBR 18 elstively kigh. This ean de g
denonstruted by use of the current offteinl rate of exchange of 1
ruble for US §l.1), which roughly spproximates the aversge relation-
ship of Boviet and US domesiic prices. 4t this rete the cost of
producing gold in the UBSR wduld sppes: to be in excess of UB $60
per troy cunce. Yt sbwuld be added, however, that assignlng s
dollisr velue to the cost of Huviet gold profluction csn be misleading.
Actually there iz no such thing ss & dollar cost of producing gold
in the UBER jJust as there 13 not & ruble cost of profucing gold
in the US.

2

Approved For Release R003/05/28 : CIA-RDP70T0066*R000100160003-5 25X1




25X1

Approved For Rele = 66RQQ0100160003-5

25X1

7. Anpther and better way of indicating thet gold 1a o
high-cost eommodity in the USSR is by comparing the ruble/dollar
ratic of the cost of gold profuction with the mible/dolisr ratios
for other commodities.

Commedity Groups Ruble-Dollar Batio"
_ 19 ices

1. Tin : k.8
2, Amtimony 2.7
3, lead (Ingots) 2.1
h, Gold 2

5, zinc (Ingots) Lol
6. Aumimm (Ingots) 0.9
7. Copper {refined) 0.8
8. Machinery for Investmert Purpose Goit

sYerage
g. Petroleum (refined) 0.35
10. Anthracite Cosl 3.3

It ig clesr from the above dmta that the resource cost for gold
profuction is very high compared to the resource cost for other
rew materisls and for memifactured mochinery. For exasple, the
ruble/dollsr ratio for gold (in 1955 prices) was about 2 compsred
to the ruble/dollar watio of 1.1 for zinc ingols. Thus the
ralative cost of gold was double the relative cost of zinc when
relative cost in the UBER is expressed &g comparetive to relative
cost in the United States. In other words, gold, tin, sntlmony,
and lead are relatively expensive to produce in the Soviet Union
compared to the United States while machinery, copper, aluminum,
anthyacite coal, and refined petroleum are relatively cheap.

8. One finel point -- the above cost data for gold are
average cost for sll gold produced in the country as = whole. It
can probebly be sasmumed that 4if the USSR expands gold production
rapidly, the cost of the additiomal dnite of output (merginal cost)
will be sbove the present codl.

' e dollar ratios im the teble ure expressed in 1955
prices sdjusted for the reveloation of the exchange rate 1n 1961,
i.e., all decimal points were shifted one digit to the left.
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Assistant Director
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